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Paycheck Protection Program — Guidance for Borrowers and Lenders

The Financial Institutions Division is issuing an overview to the Small Business Administration’s (SBA)
published interim final rule implementing section 1102 and 1106 of the Coronavirus Aid, and Economic Security
Act (‘CARES Act”) for the State of Nevada. The Paycheck Protection Program and loan forgiveness are
intended to provide economic relief to small businesses adversely impacted under COVID-19.

The Paycheck Protection Program (PPP) is a $350 billion program to help small businesses keep workers
employed amid the pandemic and economic downturn. The initiative provides 100% federally guaranteed loans
to small businesses. The program is available April 3, 2020 through June 30, 2020.

Eligibility
The following are eligible for PPP loans:

e All businesses — including nonprofits, veterans organizations, Tribal business concerns, sole
proprietorships, self-employed individuals, and independent contractors — with 500 or fewer employees
can apply.

e Businesses in certain industries can have more than 500 employees if they meet applicable SBA
employee — based size standards for those industries

Ineligible
The following are not eligible for a PPP loan, even if they would otherwise be classified as a small business:
e Those engaged in any activity that is illegal under federal, state, or local law, including marijuana-related
businesses that are not legal at the federal level;
e Household employers (individuals who employ household employees such as nannies or housekeepers);
e An owner of 20% or more of the equity of the applicant is incarcerated, on probation, on parole;
presently subject to an indictment, criminal information, arraignment, or other means by which formal
criminal charges are brought in any jurisdiction; or has been convicted of a felony within the last five
years; or
e Borrowers who are currently delinquent or who have ever defaulted on a direct or guaranteed loan from
SBA or any other Federal agency and caused a loss to the government.
e Small businesses that obtain more than one-third of their annual gross revenue from legal gambling

activities
LAS VEGAS NORTHERN NEVADA CARSON CITY
Office of the Commissioner Examination Licensing Office
3300 W. Sahara Avenue, Suite 250 1755 East Plumb Lane, Suite 243 1830 College Parkway, Suite 100
Las Vegas, NV 89102 Reno, NV 89502 Carson City, NV 89706
(702) 486-4120  Fax (702) 486-4563 (775) 688-1730 Fax (775) 688-1735 (775) 684-2970  Fax (775) 684-2977

Web Address: http://fid.state.nv.us



Page 2 of 4

e Other ineligible businesses can be found on SBA’s Standard Operating Procedure (SOP) 50 10 Subpart
B, Chapter 2.

Dates for the PPP Applications
e April 3, 2020, small businesses and sole proprietorships can apply for and receive loans to cover their
payroll and certain expenses through existing SBA lenders.
e Starting April 10, 2020, independent contractors and self-employed individuals can apply for and receive
loans to cover their payroll and other certain expenses through existing SBA lenders.

Loan Forgiveness for Borrowers
e The loan proceeds are used to cover payroll costs, and most mortgage interest, rent, and utility costs over
the 8-week period after the loan is made; and
e Employee and compensation levels are maintained. Payroll costs are capped at $100,000 on an
annualized basis for each employee.
e Due to likely high subscription, it is anticipated that not more than 25% of the forgiven amount may be
for non-payroll costs. Loan payments will be deferred for 6 months

Eligible PPP Lenders & Process to Become Eligible PPP Lenders
The following entities are eligible to make PPP loans:
e All currently approved SBA 7(a) lenders are automatically approved to make PPP loans.
e Unless currently designated by their primary federal regulator as in “Troubled Condition” or subject to a
formal enforcement action due to unsafe or unsound lending practices, then:
1. Any federally insured depository institution or federally insured credit union.
2. Any Farm Credit System institution other than Farmer Mac.
3. Any depository or non-depository commercial lender in operation since at least February 15, 2019
that:
= originates, maintains, and services business loans or other commercial financial
receivables and participation interests;
* has originated, maintained, and serviced more than $50 million in business loans or other
commercial financial receivables during a consecutive 12-month period in the past 36
months; and
* has a formalized compliance program and applies requirements under the BSA;
= oris a service provider providing support to any insured depository institution’s lending
activities.
e The process to become an eligible PPP lender for entities outlined in 3 has not
been explained yet by SBA.

PPP Loan Underwriting & Borrower Eligibility
Lenders are not required to verify the information submitted by a borrower. Rather, they are required to simply
confirm:
e Receipt of borrower certifications contained in the PPP application form
e Receipt of information demonstrating that a borrower had employees for whom salaries and payroll taxes
were paid on or around February 15, 2020; and
e The amount of average monthly payroll costs for the preceding calendar year by reviewing the payroll
documentation submitted with the application.
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Lenders must follow applicable BSA requirements for PPP loans. Additionally, any entity not currently subject
to BSA that wishes to participate as a PPP lender must establish an AML compliance program that is comparable
to that of a federally regulated institution.

Lenders are not required to apply the SBA’s “credit elsewhere test” to evaluate an applicant’s eligibility.

PPP Loan Forgiveness Documentation

Lenders can rely on a borrower’s documentation for loan forgiveness. Lenders do not need to verify the
borrower’s supporting documentation and attests it has accurately verified payments for eligible costs. SBA will
hold harmless any lender relying on borrower documentation and borrower attestation.

PPP Loan Processing Fees

SBA will pay lenders processing fees on PPP loans as follows:
e 5% for loans of $350,000 or less;
e 3% for loans of more than $350,000 and less than $2,000,000; and
e 1% for loans of $2,000,000 or more

PPP Loan Guarantees & Waiving of Other Fees
Loans will be guaranteed under the PPP under the same terms, conditions and processes as other 7(a) loans, with
the following changes:

e The guarantee is 100%

e No collateral will be required

e No personal guarantees will be required

e The interest rate will be 1.00%

e Lender can rely on certifications of the borrower to determine eligibility (safe harbor)

Typical SBA fees are being waived:
e There will be no up-front guarantee fee payable to SBA by the Borrower;
e There will be no lender’s annual service fee to SBA;
e There will be no subsidy recoupment fee
e There will be no fee payable to SBA for any guarantee sold into the secondary market

Agent Fees
Agent fees will be paid by the lender out of the fees the lender receives from SBA. The amount that an agent
may collect from the lender for assistance in preparing an application for a PPP loan (including referral) cannot
exceed:

e 1% for loans of not more than $350,000;

e 0.50% for loans of more than $350,000 and less than $2 million; and

o 0.25% for loans of at least $2 million

SBA defines an agent as:
e An attorney;
e An accountant;
e A consultant;
e Someone who prepares an applicant’s application for financial assistance and is employed and
compensated by the applicant;
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e Someone who assists a lender with originating, disbursing, servicing, liquidating, or litigating SBA loans;
e A loan broker; or
¢ Any other individual or entity representing an applicant by conducting business with the SBA.

PPP Loans & the Secondary Market

A PPP loan may be sold on the secondary market after the loan is fully disbursed.

A PPP loan may be sold on the secondary market at a premium or a discount to par value.

SBA will issue guidance regarding any advance purchase for loans sold in the secondary market.

SBA may purchase some or all the loan in advance. A lender may request the expected forgiveness

amount on a loan or pool of loans at the end of week seven of the covered period.

e To submit for advance purchase from SBA, a lender must submit a report requesting advance purchase
with the expected forgiveness amount to the SBA.

The report must include the following:
e The Paycheck Protection Program Application Form (SBA Form 2483)
e Any supporting documentation submitted with such application
e The Paycheck Protection Program Lender’s Application for 7(a) Loan Guaranty (SBA Form 2484) and
any supporting documentation;
e A detailed narrative explaining the assumptions used in determining the expected forgiveness amount
e Other relevant loan documentation

The SBA will complete the purchase within 15 days of receiving the report (assuming it is properly completed,
and the expected forgiveness is reasonable).

Additional guidance should be forthcoming from the Small Business Administration and Treasury Department
* Local Nevada Small Business Administration field offices:
> 300 South 4™ Street
Las Vegas, NV 89101

Sincerely,

Sandy O’Laughlin
Commissioner



